Abstract. The formation of the small business sector is one of the most promising areas of the country's socio-economic development. In this regard, assessing formation dynamics and determining the problems and areas of development of the sector is of particular relevance. The purpose for the research is to analyze the current state and identify the peculiarities of small business development in Russia.
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Small and medium business (SMB) is an integral part of modern economic system without which the economy and society cannot exist and develop 1 . The history of small business formation in Russia (within contemporary history) in comparison with the USA, the EU member states and some other countries is not a continuous process [26] . The beginning of formation of this sector dates back to the late 1980-s and is connected with the emergence of cooperatives and joint ventures. Reforms implemented in Russia, establishment of the basics of market relations 1 The criteria for classification of enterprises in small business are total turnover (profit, income), asset value, equity, average total staff, etc. According to the World Bank, the total number of indicators for classifying enterprises in small business is more than 50. The main criterion for classifying enterprises (organizations) of various types in small business is average total staff employed in the enterprise (organization) during the reporting period. Thus, in Russia, micro-enterprises include enterprises with the total staff of 15 people max, small enterprises -100 people max, medium enterprises -2050 people max; in the EU, respectively, -10 people max; 50 and 250 people max; in the USA -20 people max, 100 and 500 people max. In China, small and micro-enterprises have -1000 people max, medium enterprises -3000 max.
became a condition of small and medium business development and its increased role in the economy. In the early 1990-s, state-owned enterprises were privatized; this process also affected small business.
Redistribution of state property contributed to the expansion of entrepreneurship; at the same time, this period was the beginning of the development of "grey"economy in this sector. Heavy taxes prompted entrepreneurs to use "grey" schemes, "black" cash, doubleentry bookkeeping, etc. The economic collapse and political turmoil (1991) (1992) (1993) led to the situation where a significant share of small businesses was refocused on commercial activity (trade). After 1993, there was a certain rise in small business development, the private sector of economy. For the first time, the legal basis of entrepreneurial activity begins to develop: Civil Code, Law "On noncommercial organizations", etc. are adopted.
During 1998-2001 new legislation is adopted introducing tougher requirements to small in small business are largely associated with conditions in which companies operate, as well as external factors influencing them. Based on the results of various international and domestic monitoring studies of business and expert organizations, the key factors affecting its development have been distinguished. The study has identified its impact reduction areas, justified the necessity of stabilizing legislation (primarily in the tax area) and macro-economic balance. The research results may be used in the development of balanced state regional policy, as well as in drafting policy documents, planning strategic and operational activities aimed at developing small business in constituent entities of the Russian Federation. The prospects for further research work in this area are in assessing small business innovative potential.
Key words: small business, entrepreneurship development, territory. [16] . SMB accounts for only 5-6% of the total fixed assets and 5% of the total investment in fixed assets nationwide [36] . 2 The procedure for providing regional budgets with funds from the federal budget on a competitive basis in the form of subsidies is established by Government Decision no. 178 "On distribution and provision of regional budgets with subsidies from the federal budget for state support for small and medium business including private farms", dated February 27th, 2009. 3 Excluding external part-timers.
In 2005, the share of the employed in SMB 3 increased from 10.7 percentage points and amounted to 23.6% in 2014 [36] . At the same time, labor productivity in the sector, according to the Ministry of Economic Development of the Russian Federation, is 2-3 times below the level of developed countries (the USA, Japan, the EU).
Territorial distribution of small and medium enterprises
Due to targeted state support, over the past 15 years the number of small enterprises in the country increased more than 2 times (Fig. 1 ).
However, it should be noted that the increase was ensured mainly by the segment of micro- In the framework of federal districts the enterprises are also distributed unevenly. The drivers of the Central FD are the city of 6 For example, low percentage of small business concentration in the Ural FD is the result of the District's sectoral composition of the economy, with the 20% concentration of the all-Russian production (production of aluminum, metallurgy, oil and gas, etc.). These industries are capital-and energy intensive, aimed at the result from the scale. • construction -11.9% (14.4%);
• agriculture -2.7% (1.6%);
• transport and communication -2.1% (2.6%);
• the remaining 68.1% are industries not related or indirectly related to material production (65.5%).
Thus, there were no significant changes in the distribution of small enterprises by type of activity over the past 15 years: trade and real estate remain the leaders, in total, they amount to more than 50%. The attractiveness of this sector is primarily explained by low costs and high capital turnover. Unlike manufacturing and construction, which are difficult to transfer to "grey" economy, the leading industries of small business can quite easily become "grey" 74 . It is necessary to introduce target measures form authorities and management for small business to "returned" to formal economy and become 7 On average, the scale of Russian "grey" economy is estimated at 30-40% GDP. For comparison: the share of "grey" economy in the USA and Switzerland is about 9%, in China -13.5%, in India -24%. that of mining, and 3.1 lower than that of financing [10] .
When reviewing the sectoral composition of the SMB sector, it should be noted that as the company expands, its specialization is changing towards more complex activities.
Thus, among medium enterprises the share of enterprises operating in the industrial sector is significantly higher than industrywide (28.5%
of medium enterprises against 10.5%) [16] .
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Employment in the SMB sector
During 2000-2014, the number of the employed 107 in small enterprises increased by almost 4.2 million people, while the total number of the employed in the economy grew by 6.5 million. [29] (Fig. 2) . Consequently, the total employment gain is by more than a half ensured by the increased number of workplaces in small business. (Fig. 3) . The greatest number of the employed at medium enterprises is concentrated in manufacturing (34%). However, the return on total assets of small enterprises equaled 18% which corresponds to level of 2010 and is by 0.7 percentage points less than in 2012. A significant shortfall between the interest rates on long-term loans 12 Excluding micro-enterprises. 13 For comparison: average profitability of large business in the USA amounts to 15% approximately, in the EU this figure is 7-8%, profitability of large business in the USA and in Europe is 25% and 16% respectively. Amid average profitability of sales at small enterprises being less than 6%, the growth of capital investments in business only by 8.4%
and a 22 percentage point decrease in equity to total assets, one may speak about the 15 High financial risk of unfunded liabilities is marked in mineral mining (90.3%), electricity, gas and water generation and distribution (89.1%), construction (99.3%). The value was slightly higher than unity in the following types of activity: provision of other public, social and personal services (102.9%), transport and communication (102,3%). The cost of SMB loans reduced following the key rate (Fig. 4) . Thus, after a gradual decline during 2015, in the first half of 2016, the rates for SMB were stable and amounted to 16.2-16.6% for short-term and 15.9-16.4% for medium -and long-term loans (Fig. 5) . However, the level of interest rates for SMB remains very high due to the fact that the Central Bank lent commercial banks at 12.5% Figure 5 . Dynamics of the key rate of the Central Bank of the Russian Federation [25] Source: compiled from data of SME Bank, the Central Bank of the Russian Federation. Government support should be aimed at ensuring equal competitive conditions. Therefore, it is important to use the existing mechanisms without creating new ones [2] . 16 Before inflation. It should be emphasized that the potential of small business is not being fully utilized for territory development.
As should be noted, major influence of Many entrepreneurs say that business planning is complicated given the unpredictability of changes in measures of 20 Federal Law no. 243-FZ "On amendments to certain legislative acts on mandatory pension insurance", dated December 3rd, 2012, starting January 1st, 2013 increased the fixed mandatory pension insurance payment twice (this resulted in a significant reduction in the number of registered sole proprietors in 2013). Federal Law no. 52-FZ "On amendments to Part 1 and 2 of Tax Code of the Russian Federation and certain legal acts", dated April 2nd, 2014 for organizations which adopted the Simplified Taxation System (STS) and single tax on imputed income, obliges to pay corporate property tax concerning real estate units, tax basis of which is defined as their cadastral value (the introduction will cause potential growth of tax burden for 90% of micro-enterprises in Russia). According to ISEDT RAS surveys, the greatest difficulties of entrepreneurs The main factors limiting production growth at small enterprises also include:
1) problems in finding markets for products 21 The respondents could choose several answers. 22 [32] and, as a result, fully use the potential of small businesses for territory development by increasing its contribution to GDP from 20% to 40%, which will correspond to the level of developed countries.
